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(a) Tax-free sales on or after March 
10, 1980, under section 4064(b)(1)(C) (re-
lating to emergency vehicles). Both the 
vendor and vendee (other than a State 
or local government) must be reg-
istered. 

(b) Tax-free sales under section 4293 
to any corporation created by Act of 
Congress to act in matters of relief 
under the treaty of Geneva of August 
22, 1864 (American Red Cross) for its ex-
clusive use. Both the vendor and the 
vendee must be registered. 

[T.D. 7536, 43 FR 13522, Mar. 31, 1978, as 
amended by T.D. 7834, 47 FR 42347, Sept. 27, 
1982; T.D. 8036, 50 FR 29963, July 23, 1985; T.D. 
8659, 61 FR 10463, Mar. 14, 1996] 

§ 48.4223–1 Special rules relating to 
further manufacture. 

(a) Purchasing manufacturer to be 
treated as the manufacturer. For pur-
poses of Chapter 32, a manufacturer or 
producer to whom an article is sold or 
resold tax free under section 4221(a)(1) 
of the Code for use by it in further 
manufacture shall be treated as the 
manufacturer or producer of such arti-
cle. If a manufacturer who purchases 
an article tax free for further manufac-
ture does not use the article for further 
manufacture, the sale of the article by 
it, or its use of the article other than 
in further manufacture, shall, for pur-
poses of the taxes imposed by Chapter 
32 of the Code, be treated as a sale or 
use of the article by the manufacturer 
thereof. See paragraphs (b) and (c) of 
this section for determination of tax-
able sale price where an article pur-
chased tax free for further manufacture 
is resold, or used other than in further 
manufacture. 

(b) Computation of tax. Except as pro-
vided in paragraph (c) of this section, 
the tax liability referred to in para-
graph (a) of this section shall be based 
on the price for which the article was 
sold by the purchasing manufacturer, 
or, where the manufacturer uses the 
article for a purpose other than which 
it was purchased, the tax shall be based 
on the price at which such or similar 
articles are sold, in the ordinary course 
of trade by manufacturers, producers, 
or importers thereof. See section 
4218(e) and § 48.4218–5. 

(c) Election. (1) Instead of computing 
the tax as described under paragraph 
(b) of this section, the purchasing man-
ufacturer who has incurred liability for 
tax on its sale or use of an article as 
provided by paragraph (a) of this sec-
tion may compute the tax incurred 
under Chapter 32 by using as the tax 
base either the price for which the arti-
cle was sold to it by the first pur-
chaser, if any, or the price for which 
such article was sold by the actual 
manufacturer, producer, or importer of 
such article. The purchasing manufac-
turer must have in its possession infor-
mation upon which to substantiate 
such basis for tax. For purposes of this 
paragraph, the price for which the arti-
cle was sold by the actual manufac-
turer or by the first purchaser shall be 
determined as provided in section 4216 
and the regulations thereunder. How-
ever, such price shall not be adjusted 
for any discount, rebate, allowance, re-
turn, or reposses-
sionofacontainerorcovering, or other-
wise. 

(2) The election under this paragraph 
shall be in the form of a statement at-
tached to the return reporting the tax 
applicable to the sale or use of the arti-
cle which gave rise to such tax liabil-
ity. Such election, once made, may not 
be revoked. 

§ 48.4225–1 Exemption of articles man-
ufactured or produced by Indians. 

The exemption provided under sec-
tion 4225 applies to articles taxable 
under Chapter 32 of the Code that are 
of native Indian handicraft and are 
manufactured or produced by Indians 
on Indian reservations or in Indian 
schools, or manufactured or produced 
by Indians who are under the jurisdic-
tion of the United States Government 
in Alaska. For purposes of this section, 
Indians who reside on allotments of 
land adjacent to an Indian reservation 
and are subject to the supervision, con-
trol, and jurisdiction of the Bureau of 
Indian Affairs are considered to be 
‘‘Indians on Indian reservations’’. 
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